Washington report, vol. 5 no.5, March 29, 1976 by American Institute of Certified Public Accountants. & Williams, Wade S.
University of Mississippi
eGrove
Newsletters American Institute of Certified Public Accountants(AICPA) Historical Collection
1-1-1976
Washington report, vol. 5 no.5, March 29, 1976
American Institute of Certified Public Accountants.
Wade S. Williams
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons, and the Taxation Commons
This Article is brought to you for free and open access by the American Institute of Certified Public Accountants (AICPA) Historical Collection at
eGrove. It has been accepted for inclusion in Newsletters by an authorized administrator of eGrove. For more information, please contact
egrove@olemiss.edu.
Recommended Citation




March 29, 1976, Volume V, Issue 5
-Agriculture Amendments to Food Stamp regulations proposed............................. p. 1
Consolidation of 15 child nutrition programs proposed..................... p. 1
CAB Amendments to uniform system of accounts published....................... p. 1
CASB Draft Standard on Allocation of Manufacturing Overhead Costs circulated. . p. 1
CCWPS Unpublished report notes rapid rise in health care c o sts................. p. 1
Fifth quarterly report of Council released............................... p. 1
FFC Senate approves bill to restructure Commission............................. p. 2
FRB Mark-up of proposed Financial Reform Act begins......................... . p. 2
FTC "Contracting out" with private attorneys being studied.....................p. 2
Antitrust "parens patriae" bill passes House .............................  p. 2
Calvin Joseph Collier confirmed as new Commissioner....................... p. 2
HEW State health planning and development agency regs proposed................ p. 2
Legislation on Medicaid and Medicare payments system introduced.......... p. 3
Interior Comment period extended on proposed Notice to Lessees..................... p. 3
ICC Study of railroad conglomerates commenced.................................. p. 3
Procedures for rail carriers general rate increase proceedings issued. . . p. 3
Order on disclosure of noncapitalized lease commitments published........ p. 3
Betty Jo, Christian confirmed by Senate as Commissioner................... p. 3
Justice Criminal Division considers charges for illegal foreign bribes .........  p. 3
SEC Rule requiring replacement cost information released...................... p. 4
Guide 60 on real estate partnerships issued............................... p. 4
Advisory Committee on Corporate Disclosure schedules meeting.............p. 4
Report Coordinating group (Advisory) to meet 4/12......................... p. 4
DOT Final regs on loans for railroads in reorganization published............. p. 4
Treasury 35,128 local units obligated $7,185 billion in FY1975......................p. 5
Personnel realignments announced.......................................... p. 5
Senate Finance continues tax reform hearings............................. p. 5
Proposed regs on foreign corporation annual accounting periods issued. . . p. 5
The in fo rm a tio n  con ta ined in th is report has been prepared fro m  sources considered re liable, bu t its accuracy is no t guaranteed by us 
and is NOT necessarily a com plete  sum m ary o f all available m aterials on the sub ject. O pin ions expressed herein do no t necessarily re flect 
In s titu te  p o licy . R eproduction o f these materials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
AGRICULTURE, DEPARTMENT OF
Two proposed amendments to the Food Stamp Program regulations were published in 
the 3/19/76 Fed. Reg., beginning on p. 11532. The first proposal would make 
more specific the responsibilities of State agencies in contracting for the is­
suance of food coupons to recipients and to make more specific the responsi­
bilities of the contractor. The second proposal concerns eligibility for food 
stamp benefits and at what time the eligibility would be considered delayed and 
restoration of lost benefits required. Comments on both proposals are due by 
4/19/76.
The President has proposed legislation to consolidate 15 Federally-funded Child
Nutrition Programs into a single comprehensive block grant. The Administration 
proposal, "The Child Nutrition Act of 1976", would provide $2 billion in FY77 
for such purposes as feeding low-income children, the school lunch, school 
breakfast, special milk, and similar programs. The amount was determined 
through usage of the Consumer Price Index and would be adjusted annually to re­
flect changes.
As with similar recent Administration proposals covering community services, 
health care and education, States would be required to set up reporting systems 
and auditing procedures for determining compliance with the Act.
CIVIL AERONAUTICS BOARD
Two final amendments to the uniform system of accounts for certified air carriers 
appeared in the 3/25/76 Fed. Reg., beginning on p. 12282. The first notice a­
mends the reporting of civilian charter information by the certificated route 
and supplemental air carriers and foreign direct air carriers. The second change 
updates the accounting provisions to recognize changes in accounting principles, 
developments in air transportation, and the needs of the Board.
COST ACCOUNTING STANDARDS BOARD
A draft Standard on Allocation of Manufacturing Overhead Costs is being circulated 
for comment. The allocation of engineering overhead costs and other overhead 
costs such as those incurred in the performance of service and construction con­
tracts will be dealt with separately and are now being reviewed by the staff. 
Comments are due by 5/24/76 and additional information may be obtained by cal­
ling Albert Fukuda (202/275-5854) or C.G. Adams (202/275-5418).
COUNCIL ON WAGE AND PRICE STABILITY
Health care costs are rising faster than most prices but consumers are less aware of 
this inflation because their medical bills are paid by third parties. This is 
the conclusion reached in a recent report by the Council on Wage and Price Stabil­
ity. The unpublished report notes that for more than a decade, inflation in the 
health care field has out-stripped price rises in the economy as a whole. Ameri­
cans spent $18.5 billion for "medical expenses" in the 12 months ended June, 1974, 
$14.5 billion more than in the previous year. The report is expected to be re­
leased next month.
The fifth quarterly report of the Council for the period of September through
December 1975 is now available. The format of the fifth report has been changed 
so that the first chapter summarizes the quarter's activities, with in-depth
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discussions of these activities following in Chapters II and III in the context 
of previous actions in the particular subject areas. Copies are available 
through the GPO (S/N 052-003-00134-9) for $1.05 each.
FEDERAL ELECTION COMMISSION
The Senate has passed a compromise bill to reconstitute the Commission. The bill
(S. 3065) new goes to the House which has put off an expected fiery floor debate 
until this week. The Senate compromise bill, needed to revive the Commission 
which has been stripped of most of its powers since March 22 due to the January 
Supreme Court holding that it was unconstitutionally established, authorizes 
the President to appoint the entire Commission, which would be enlarged from 
6 to 8 members. Additionally, the bill requires members of Congress and offi­
cials and employees of government earning over $25,000 per year to file annual 
financial disclosures and removes the $15,000 per year limit on honorariums 
which may be paid members of Congress and Federal employees.
FEDERAL RESERVE BOARD
As the House Banking Subcommittee on Financial Institutions concluded their current 
round of hearings on the Financial Reform Act proposed by Reps. Reuss (D-WI) 
and St. Germain (D-RI), speculation was that it may be hopelessly bogged down 
for this session of Congress. Amid intense opposition by the banking industry, 
Subcommittee Chairman St. Germain has conceded that "we may have a monster on 
our hands". The Subcommittee moves into mark-up of the yet-to-be-introduced 
bill today following Mr. St. Germain’s acknowledgement late last week that he 
is considering deleting the provisions calling for a Federal Bank Commission in 
a major restructuring of the bank regulatory agencies. Whatever happens, sub­
stantial revisions to the measure proposed in early February are expected.
FEDERAL TRADE COMMISSION
"Contracting out" with private attorneys to handle the increasingly expensive major 
antitrust cases is being studied. This was reported by Acting Chairman Paul 
Rand Dixon before a House Appropriations Subcommittee last week. The idea of 
hiring private attorneys has been discussed before, but the idea of a feasibility 
study is new. Mr. Dixon noted during his testimony that as a result of the FTC’s 
increasingly broad jurisdiction and responsibilities "a b a m  full of lawyers" 
could be required.
The antitrust "parens patriae" bill (HR 8532) has been passed by the House and for­
warded to the Senate. The bill allows state attorneys general to sue on behalf 
of state residents to recover monetary damages for price fixing. The Senate in 
considering a much broader bill (S.1284) is expected to take action on its ver­
sion on April 6. The legislation faces the possibility of a Presidential veto.
Calvin Joseph Collier has been confirmed by the Senate as a member of the Commission. 
Mr. Collier, who has been the FTC's General Counsel, will be named Chairman, suc­
ceeding Louis Engman.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Proposed regulations concerning state health planning and development agencies and 
capital expenditure review appeared in the 3/19/76 Fed. Reg., p. 11688. There
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are requirements that the state agencies provide fiscal control and fund 
accounting procedures as well as provisions for audits by the GAO or its 
representatives.
New legislation restructuring the administration and payments systems within the 
Medicaid and Medicare programs has been introduced in the Senate. The bill 
(S. 3205) offered by Sen. Talmadge (D-GA) is an attempt to curb rising health 
costs which now consume 8.1% of the GNP. State administration of Medicaid 
would come under closer scrutiny as the result of new standards. Sen. Talmadge's 
remarks on introducing the bill, plus a summary of the major provisions, appear 
in the 3/25/76 Cong. Record at p. S4193.
INTERIOR, DEPARTMENT OF
An Extension of time for ccmments on the proposed Notice to Lessees (NTL-1) con­
cerning accounting reports, requirements, and procedures for oil and gas royal­
ties has been granted. The original proposal on NTL-1 appeared in the 3/1/76 
Fed. Reg., p. 8802. The new deadline for comments is 5/1/76.
INTERSTATE COMMERCE COMMISSION
A study of conglomerates and of other such corporate structures as are presently
found within the rail transportation industry has been ordered (see 3/25/76 Fed. 
Reg., p. 12373). The study, pursuant to the Railroad Revitalization and Regula­
tory Reform Act of 1976, seeks to determine what effects, if any, such diverse 
corporate structures have on effective transportation, on intermodal competition, 
on revenue levels and on such other aspects of national transportation as may 
in the course of the study be found relevant. One of the specific issues to be 
addressed includes the railroad’s financial and accounting practices. The order 
has been addressed to specific carriers and their holding companies but comments 
are also solicited from interested parties by 5/24/76.
Finalized procedures governing rail carrier general rate increase proceedings appeared 
in the 3/22/76 Fed. Reg., p. 11824. The procedures require the submission of
data and information in support of proposed rail increases including certain 
financial data. The order will be effective 9/1/77.
A final order concerning disclosure of noncapitalized lease commitments by lessees 
has been published (see 3/19/76 Fed. Reg., p. 11521). The purpose of this order 
is to align the ICC reporting requirements with GAAP and the reporting rules of 
the SEC as announced in ASR No. 147. The disclosures are limited to carriers 
having $10 million or more in carrier operating revenues.
Betty Jo Christian has been confirmed by the Senate as a new Commissioner. Mrs. 
Christian, formerly Associate General Counsel, succeeds Willard Deason who 
recently resigned.
JUSTICE, DEPARTMENT OF
The Department's Criminal Division is considering "charges outside the tax area" with
respect to the criminal investigations of American companies that have made pay­
offs to foreign officials. It has already been disclosed that the IRS is examin­
ing corporate tax returns to determine if any tax laws were violated in the foreign 
payments. It has also been reported that an agreement has been signed with Japanese 
officials to exchange information which could be used in "criminal, civil and ad­
ministrative" proceedings. Similar agreements with other countries are expected.
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SECURITIES AND EXCHANGE COMMISSION
In a major initiative described by Chief Accountant Burton as "the most significant 
announcement in his tenure", the SEC has adopted a rule requiring replacement 
cost information to be disclosed in annual financial statements (ASR No. 190, 
3/23/76). The rule provides that all registrants with inventories and gross 
plant aggregating more than $100 million and amounting to more than 10% of their 
total assets must disclose either in a footnote or in a separate section of the 
financial statements, the current costs of replacing inventories and productive 
capacity and the amount of cost of sales and depreciation if they had been com­
puted on the basis of replacement costs. The requirements will be effective 
for fiscal years ended on or after 12/25/76, although mineral resource assets 
of registrants in the extractive industries and all assets located outside of 
North America and the Common Market are exempted for fiscal years ending before 
12/25/77. The disclosures may be labeled "unaudited" although the auditor will 
be deemed to be associated with the information. The SEC has urged the AICPA 
Auditing Standards Executive Committee to develop appropriate standards applicable 
to the auditor in case of such association.
The Commission also proposed a "safe harbor" rule for replacement cost dis­
closures in Rel, No. 33-5696. The safe harbor rule would protect registrants 
from liability for data "prepared with care and good faith and where the basis 
of calculation was set forth". Comments on this proposal are due by 5/31/76.
Finally, Staff Accounting Bulletin No. 7, 3/23/76, was released offering 
staff interpretations on implementation of the new rules. An Advisory Committee 
will be appointed to assist registrants with implementation of the new requirements 
and Mr. Burton stated that he expects additional staff accounting bulletins to be 
issued as required and as the Advisory Committee begins to assess the types of 
problems being encountered.
Guide 60, Preparation of Registration Statements Relating to Interests in Real Estate 
Partnerships, has been released (Rel. No. 33-5692, 3/17/76). Included in the final 
guide is an Appendix A, "Undertaking to Provide Financial Information," which is 
proposed for comment. The proposal requires the registrants to undertake to fur­
nish to the limited partners, for the first full fiscal year of operation of the 
partnership, the financial statements required by Form 10-K. Comments on this 
proposal are due by 5/14/76.
The Advisory Committee on Corporate Disclosure will hold its next regular open 
meeting at the SEC Headquarters in Washington on 4/20/76.
The Report Coordinating Group (Advisory) will meet 4/12/76 at the Washington SEC 
Headquarters beginning at 10 a.m. for the purpose of discussing the preparation 
of the Group's second annual report to the Commission. For additional informa­
tion, call the Group's Secretary at 202/755-1390.
TRANSPORTATION, DEPARTMENT OF
Final procedures for loans to pay obligations of railroads in reorganization under 
the Railroad Revitalization and Regulatory Reform Act appeared in the 3/19/76 
Fed. Reg., p. 11519. Included in the material to be filed with applications 
for loans are certain financial statements and a certificate by the Chief Ac­
counting Officer that the financial statements and records have been compiled 
in accordance with GAAP.
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TREASURY, DEPARTMENT OF
35,128 state and local government spent or otherwise obligated a total of $7.185 
billion in shared revenues between July 1, 1974 and June 30, 1975, reports the 
Office of Revenue Sharing. More money was spent during FY75 to operate and 
maintain programs than was spent on capital projects, continuing a trend which 
began during FY74.
Jerry Thomas has been nominated to be Under Secretary. He will replace Edward
Schmitts who became Deputy Counsel to the President. Mr. Thomas has served in 
the Florida legislature, and he has a securities and investment banking background
Also, two other personnel changes include the announcement of Patricia Ann 
Metzer to become Associate Tax Legislative Counsel for the Department, and the 
President’s intention to nominate Robert A. Gerard to become Assistant Secretary 
for Capital Markets and Debt Management.
Tax indexing was discussed by Sen. Buckley (R-NY) before the Senate Finance Committee 
last week. Sen. Stone (D-FL) urged that taxpayers who relied on IRS taxpayer 
assistance personnel in preparing their returns be exempted from paying interest 
on income tax deficiencies. Hearings on general tax reform will continue for 
several more weeks.
A proposal to amend the regulations concerning a change in annual accounting periods 
for foreign corporations appears in the 3/23/76 Fed. Reg., p. 12017. The proposed 
change makes it clear that a foreign corporation must obtain prior approval from 
IRS before it is allowed to change its annual accounting period. Comments are 
due by 5/7/76.
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